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FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, DC 20426

QFFICE OF THE CHAIAMAN March 11’ 2003

Mr. Scott Gudes

Deputy Under Secretary for Oceans
and Atmosphere

United States Department of Commerce

Washington, D C 20230

Dear Mr. Gudes:

Un January 31, 2003, you requested the comments of the Federal Energy
Regulatory Commission (Commission) on an administrative appeal brought by Islander
East Pipeline Company (Islander East) pursuant to the Coastal Zone Management Act
(CZMA). Islander East requests that the Secretary of Conunerce overnide the
Connecticut Department of Environmental Protection’s objection to a consistency
certification for Islander East's proposed natural gas pipeline (the Istander East Project),
which the Commission has approved to deliver natural pas from Connecticut to the
eastern Long, Island, New York area  In view of the scrious need for new infrastructure to
dchver energy to Long Island and our Commission's exhaustive review of the
environmental impact of this project and the other available aliematives, [ am writing this
letter o urge you to find that the Tslander l:ast Project may be approved as consistent with
the CZMA

The Commussion 1ssued orders approving construction and operation of the
Islander East Project on December 21, 2001, Scptember 19, 2002, and January 17, 2003,
Prior to approving the [slander East Project, the Commission conducted an extensive
analysis of the project as required by the Natural Gas Act (NGA) and other statutes. This
analysis examined, among other things, the need for the project. Based on its review, the
Commission concluded that the project 1s required to meet the growing demand for
natural gas in the region. The Commussion's analysis also included an exhaustive smdy
ol the project’s envuonmental unpacts as required by the National Favironmental Policy
Act and other cnvirommental statutes, this analysis focused m particular on the inpact the
proposed project will have on Long Island Sound, the matter which is the subject of the
mstant appeal 1o the Secretary. This analysis, which was subjeet to review and comment
by local, statc and federal agencies, the public and other entities, concluded that the
project would have acceptable enviommental impacts. meluding the crossing in Long
Island Sound
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Having conducted a wide-ranging analysis of the need for this project and its
cnvironmental impacts and concluded that the project is required m the public interest, I
now am concerned that attempts to develop the nation's energy nfrastructure and to
increase the reliability and security of the supply of natural gas to I.ong !sland will be
thwarted by a local review that focuses solely on a single aspect of the project, albeit an
important aspect. This is particularly true where the environmental impacts associated
with the water crossing have been fully and carcfully reviewed by thc Commission in a
public process and have been found to be acceptable. While we arc mindful that the
development and construction of pipeline factlities present significant cnvironmental
challenges, the Commission must halance these considerations with its overriding
responsibility undes the NGA to ensure the timely development of an adequate, veliable
energy infrastructure,

The project will contribute to i.ong Island's energy security, a particularly vatal
national consideration at the present time. The Islander East Project will also increase the
diversity of available pipeline transportation oplions and acccss to supply sources and
mtroduce pipelinc-to-pipeline competition into castern 1.ong lsland for the first time.
Moreover, the pipeline will increasc overall regional mfrastructure rehiabihity and offer an
additional source of ontage protection to an area which is currently served roainly by one
source of supply. Cwirently, most of eastern Long Tsland's residential and small
commercial natural gas customers rely on a single pipeline as a sourcc of their supply.
Any disruption on that pipelinc could require one of Long Island's larger natural gas
distribution companies to curtail service to approximately 124,000 customers. That
number does not include the disraption to many electric customers that rely on gas-fired
clectric generation facilities.

1 appreciate the opportunity to comment. Enclosed arc copics of the Commission’s
December 21, 2001, Scptember 19, 2002, and January 17, 2003 certificate orders, and the
comments of the Commission staff on Islander East's appeal. Pleasc let me know if T can

be of any further scrvice.
Best regards,

(_QLSW‘MAS\ W

Pat Wood, TIT
Chairman
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: COMMENTS
F THE FEDERAL ENERGY REGULATORY COMMISSION STAFF
ON ISLANDER EAST'S CZMA APPEAL
TO THE SECRETARY OF COMMERCE

In a letter dated January 31, 2003, the Department of Commerce requested the
comments of the Federal Energy Regulatory Commission (Commission) on an
administrative appeal to the Secretary of Commerce brought by Islander Fast Pipeline
Company (Islander East) pursuant to the Coastal Zone Management Act (CZMA),
Tslander East requests that the Secretary ovemde the Connecticut Department of
Environmental Protection’'s (Connecticut DEP) objection to a consistency certification for
Islander Cast's proposed natural gas pipeline (the Islander Zast Project). The comments
of the Commission staff are set forth below.

On June 15, 2001, Islander East {iled an applicalion with the Commission under
scction 7(¢) of thc Natural Gas Act (NGA) for certificatcs of public convenience and
necessity authorizing it (o, among other things, construct and operate an intcrstate natural
gas pipeline from Connecticut to a terminus in Long Island, New York. Thereafter, the
Commission conducted a comprehenstve review of the project, including a review of the
need for the project as required by the NGA, and an environmental review of the project
as required by tbe Nattonal Environmental Policy Act (NEPA) and other statutes.

In providing these comments, the Commission staft is cognizant of the statutory
schemes Congress implementcd in adopting the NGA and the Coastal Zone Management
Act. The CZMA is designed to encourage and assist the individual states 1o exercise
cffectively their responsibilities in the coastal zone through the development and
implementation of management programs to achieve wise use of the land and water
resources of the coastal zone. Pursuant to that charter, a state is charged with making
such decisions, subject 1o review by the Sccretary to ensure that the state's determination
is consistent with the objcctives or purposes of the CZMA, or is necessary in the interest

of national sccurity.

In the NGA. Congress delegated licensing authority for interstate natural gas
pipelines solcly to the Commission. It did so to ensure that the national interest in
developing a naticnal energy infrastructure would he paramount over local concerns that
might otherwisc thwart the construction and operation of such projects.

In this particular case, the Commussion has been fally awarc of, and has
independently evaluated, the environmental concerns raised by the crossing of Long
Island Sound. Thc Commission's certificate orders acknowledged that there will be
transicnt environmental impacts associated with the crossing and the Commission has
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taken all reasonable steps to rcduce those impacts. While the final Environmental Tmpact
Statement for the project determined that there was an environmentally preferable
alternative, the Commission detcrmined that the environmentally preferable alternauve
would neither meet the Commission's NGA policy goals of increasing the flexibility and
rcliability of the interstate pipeline grid nor promote competition.

Although we understand the concerns raised by the Connecticut DEP, we
nonctheless belicve that the Tslander East Project is consistent with the objectives and
purposes of the CZMA and recommend that the Secretary find that the Commission may
approve the project for construction and opcration. In doing so, we urge the Secretary to
consider the statatory scheme that gives the Commission sole responsibility to determine
whether and under what conditions a proposed interstate pipeline is required by the
public convenicnce and necessity and to give duc weight to the findings that the
Commission has made in determining that this particular project is in the public interest.

As aresult of its review of the record in this case, the Commission issued orders
on December 21, 2001, September 19, 2002, and January 17, 2003 approving the
construction and operation of the Islander East Project (copies of the Commission's orders
and the final Environmental Impact Statement are attached for your information). The
Commission's approval is subject to, among other things, Islander East's obtaining a
consistency determination as required by the CZMA  As (o the issue of need for Islander
East, the Comunission concluded that the benefits of Islander East's proposcd project are
clear and significant. The Commussion notcd that Islander East has entered into firn,
long-term, binding precedent agreements with customers for all of the pipeline's 285,000
Dekatherms per day of capacity. It also noted that the proposcd facility is ideally located
to facilitate the development of needed generation projects on Long Island.

In reaching the conclusion that the Islander East Project is necded, the
Commussion found that the project will diversify the gas portfolio delivered to Long
Island. It found that the addition of the new pipcline, with access to multiple supply
areas, will expand shippers' options by intreducing pipeline-to-pipcline competition to
Long Island markcts for the first ime. Most importantly, it found that the project will
provide rcliability to the region's infrastructure. ‘The eastern Long Island market arca is
primarily served by the existing Iroquois Gas Transmission System, L.P. (lroquois)
mainline facility that crosses Long Island Sound. Any disruption in service on lroguois'
facility would have a major impact on thc ability of local distribution companics to
continue certain natural gas and electric sexvice on Tong Island. Accordingly, the
Commission concluded that Islander East's proposal was in the public convenience and
necessity and issucd the certificates necessary 10 construct and operate the project.

1
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Prior 1o 1ssuing certificates for the Islander East Project, the Commission also
carefully considered the environmental impacts of the proposed project. Among other
things, the Commission staff preparcd a draft and a final Environmental Impact
Statement, all of which were subject to comment by state, local and federal agencies, the
public, and other entities. The Commission staff also consultcd with numerous state,
local and federal agencies with regard to the potential environmental impacts of the
project, including the 1ssues of concern to the Connecticut DEP in its objection to the
consistency certification for the proposcd project.

As a result of its review, the Commission concluded that construction and
operation of Islander East's pipeline would result in impacts along the route that would be
locally significant, most notably during the construction period. It noted that, although
these impacts may be mitigated extensively through mitigation measures required by the
Commission, many would be unavoidable. By balancing the many interests the
Commission is required by statute to consider, including specifically the impacts to
Connecticut's coastal zone at issuc here, the Commission concluded that the Islander East
Project is in the public convenience and necessity and authorized the construction and
operation of the project subject to its compliance with various conditions designed to,
among other things, protect the environment.

On October 15, 2002, the Connecticut DEP objected to the consistency
certification for the Islander East Project.. Its primary conccns are that the proposed
Islander East Project will: (1) adversely impact the water quality; (2) permanently
damage the shellfish beds in a way that cannot be mitigated; (3) permanently replace a
water dependent usc with a non-water dependent use; and (4) permanently degradc tidal
wetlands. It argues that the pipeline is not a national interest facility because of these
impacts on the environment and that there is an alternative that will minimize those
impacts. Upon consideration of Cennecticut DEP's October 15, 2002 objection, the
Commission staff recommends that the Secretary find that Islander East may be federally
approved because it 1s consistent with the objectives or purposcs of the CZMA,

1o support thereof, we note that the 1slander East Project substantially furthers the
public interest. Perhaps most significantly, it will ensurc the reliability of castern l.ong
[sland's supply of natural gas for residential and comumercial heating and electric
generation by providing a second supply source in the event of a disruption on the only
pipeline currently serving the nceds of most eastern Long Island consumers.

Further, the Islander East Projcct will help ensure that the basic energy nceds of
the hcavily populated eastern Long Island area are met. The Islander East Project is
capable of supplying ¢nough natural gas to heat approximately 600,000 homes. The
natural gas will primarily come from Canada, a close political and economic ally of the
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United States, and will reduce reliance on overseas supplics. Moreover, while no tossil
tuel (or any other (uel for that matter) is completcly benugn in terms of its environmental
effects, natural gas makes far less of a contnibution to global warming than, for example,
other fossil fuels, such as coal or fuel oil, that arc likely to be used in its place. These
values are consistent with thosc the CZMA seeks to foster as set forth in Scctions 302 and
303 of the Act.

It can bc cxpected that the Islander East Project will deliver supplies of natural gas
into the heavily populated T.ong island, New York area for a very long time, perhaps the
next fifty to one hundred years. This contribution io the national interest is incalculable
in terms of economic benefit achieved and cnvironmental consequences avoided over that
time-frame. The impacts of the project on Connecticut's coastal zone, on the other hand,
will be primarily oransient and limitcd to the time during which coustruction would occur,
typically a period of days or weeks. Moreover, any potential impacts, including impact to
the oyster habirat, can be mitigated using widcly accepted procedurcs, mcludmb those
currently in use by the National Oceanic and Atmospheric Administr ation.

Finally, there is no teasonable alternative available which would permit the
Islander East Project to be constructed consistent with the enforceable policies of
Connecticut's Coastal Managemcnt Plan that will fulfill the Commission’s statutory
mandates under the NGA. In terms of the crossing itsclf, no one has identified, and the
Commission is not awarc of, any fcasiblc tcchnology or approach that would allow the
pipeline crossing to be constructed in a significantly Icss intrusive way. The Connecticut
DEP has suggested that av alternative pipeline using Iroquois’ existing facilitics that cross
Long Island Sound will provide a similar level of gas availability to Long Island. As
noted above, while use of the existing pipeline may provide the same availability of gas,
use of the existing Troquois pipeline will not provide the reliability and security that a
second, independent crossing can provide. As stated, any disruption in service on
lroquois’ facility would have a major impact on the ability of the local distribution
companies to continuc ccitain natural gas and electric service on Long Island.

For these reasons, we recommend that the Secrctary find that the Islander East
Project may be fcderally approved as consistent with the objectives or purposes of the
CZMA.

‘http://csc.noaa.gov/acgba;in/spggggugysm’,m See also NOAA's Iudson

Raritan Estuary Oyster Bed Restoration Project wcb page at hitp://www.nmfs.noaa gov/
habitat/restoration/comununity/projccts/hudsonraritanestuaryoyster.htin.




